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Trade Irony· 

Many African Nations 
Now View South Africa 
As an Economic Hope 

With· Apartheid Banished, 
Pretoria's Entrepreneurs 
Comb Continent for Deals 

Royal Welcome in Uganda 

By~EW A~ 
Sraff RE'porter of TuF: WALL STRF.P.T JouRNAL 

KAMPALA, Uganda- Into the calami-· 
.tous jangle of this decayed capital where, 
not so long ago, dictator Idi Amin commit
ted unspeakable atrocities, Kai Albrecht, a 
South African businessman, has come on 
what some might think a mission impossi
ble: to sell sophisticated satellite-tele
phone technology, preferably in a joint 
venture with Ugandan partners. The coun
try, like many African nations, is peril
ously short of capital. Its communications 
systems are in tatters: unemployment is 
running more than 50%; its fledgling ·de
mocracy is struggling from a violent past 
into an uncertain future. . 

But if there is a future here, and in the 
rest of Africa, Mr, Albrecht - and many 
other South African businesspeople-want 
to be part of it. "It is our backyard," says 
Mr. Albrecht, a director of closely held 
Perte.c Ltd. . 

For decades the continent's pariah, 
scorned and isolated for its racist policies, 

. a country whose major export used to be 
war, South Africa now finds itself in an 
ironic role: as the potential commercial 
engine of all sub-Saharan Africa. It is a 
role that it is eager to fill and that may be 
crucial to the entire region. 

·· distributors for products as disparate as 
sugar-cane . knives, television program
ming and designer evening wear. 

"Uganda was fantastic for us," says 
Renate Voss, director of Allround Tooling 
.Ltd., a closely held knife manufacturer in 
Kwazulu, South Africa. Not only did her 
company· sell three cargo-container loads 
of knives, it also found some Ugandan 
distributors·to·represent its brand, Okapi;·· 
throughout the coimtry. Mrs. Voss says it· 
isn't far-fetched tO envision one day setting 
up Ugandan-based operations. 
Ugandans' Plans. 

Ugandans themselves consider the . 
South African visit so successful. that they 
soon will send theii' own.business delega
tion to Johannesburg. ·~we are extremely 
happy to have them here," says Mary 
Mabweijano, an investment officer of the 
government's newly formed Ugindan In
vestment Authority. 

No one thinks South Africa Will mutate 
into a kind of African economic tiger - or 
lion, as it were-overnight, given the mon
umental job of rebuilding and restructur
ing its own domestic economy and the 
parlous state of· much of Africa. Though · 
President . Nelson Mandela has declared 
the country committed to free-market re
forms, its economy .continues to be plagued 
by problems, such as protective tariffs and 
militant trade unionism, which has lifted 
its wage rates to among the highest le\;Cls 
on the continent. Combine that witll South 
Africa's own poverty and unemployment, 
plus the poverty and anarchy engulfing 
entire countries-Liberia, Rwanda and So
malia, for example - and the prospects for 
a South African miracle look less than 
bright, pessimists say.· 

However, optimists contend that, for all 
the gloom and doom, Africa has the poten
tial to become a huge market. It already 
imports 5120 billion annually in goods and 
services. Democracy and' free-market 
thinking are breaking out iii places, 
Uganda among them, tl!at seemed hope
lessly mired in l>overty and war a decade 

Pleuse Turri to Page A/0, Column I 

A Key Role Continued From First Page 
"There is no question that South Africa ago. South African neighbors Namibia, 

is the key to the economic success of . Botswana and .Zimbabwe are basking in 
Southern Africa - indeed, in my opinion, unprecedented political stability. And even . 
the key to the renewal of the rest of the Mozambique and Angola - resource-rich 
continent," says U.S. Commerce Secretary countries ~th ivast untapped potential
Ron Brown,-who has been America's point are edging toward democratic resolutions 
man for U.S. investment in South Africa. 9f their long civil wars. . 

The entrepreneurial South Africans are • Of all African nations, South Africa is 
waSting no time, flinging themselves into best positioned·to gain from all this. It has 
places such as Uganda, Malawi, Zim- ~he continent's most sophisticated infra
babwe and Mozambique, where they are structure of highways, railroads and com
doing everything from seeking investment. inunicatioris; a banking system ultramod
and trade opportunities to vying for huge ern by African standards; Africa's best~e
Western-funaed infrastructure projects. . veloped manufacturing capabilities; and 
Meanwhile, the South African government· . tenewed access to international capital . 
has opened trade missions in 22 African markets. It is also hungry: It exported·a · 
nations-- nations that as recently as two. DiereS2billioningoodstotherestofAfrica 
years ago had barred even visit!l by South . in 1993 - lagging far behirid France, Ger
Africans because. of their country's apart- many and tl!e;U.S. as an African trading 
heid policies. partner. · : . . · .... 

Now, many of those nations, Uganda ButevenU.S.State·DepartmentAfrica-
and Namibia among them, are courting 'Wa}chers think that is abOllHo .. change. 
South African investors-offering low-cost · ~eur:people run into the South Africans all 
land and tax holidays, for example, and over Africa now," says·one State Depart
treating them like long-lost brothers. ment South African specialist, "and they 
While South Africa views U.S. and Euro- are an impressive· lot. They are enthusias
pean investment as important to its eco- tic and hearty - they show none of the 
nomic salvation, much of Africa conjures faint-heartedness that American busines
up similar hopes in its relatively well-to-do speople do abOut Africa. They Jive here, 
neighbor to the south. they're tough, and they don't mind rubbing 
The Royal Treatment elbows and getting their hands dirty." 

Thus it was that, at a recent opening of Trade-Promotion Body 
an international trade fair here, Mr. AI- One barometer is the South African 
brecht and a South African business dele- Trade Organization, a private Johannes
galion - all of them white - got the royal burg trade-promotion body. Safto's Afri
treatment: the best space among some 200 can business~evelopment group, which 
exhibitors, and a personal welconie by had only a dozen members in 1992, now 
Ugandan President Yoweri Museveni. The represents about 80 South African corpora
president's first question: "I want to know tions, including some large conglomer
when the South Africans are going to ates. They are seeking or have already 
invest in Uganda:" round ventures in the rest of Africa, Safto's 

Weeks later, the South Africans have Andrew Maggs sa~. 

one:of tnem, AilcOCI{l!igram Interna
tional, a pharmaceuticals giant with about 
S2.8 billion· in annual volume, has estab
lished sales operations in nine African 
countries, including strife-tom Zaire. An
other is Aquazur Ltd., an engineering-con
sulting concern with about $15 million in 
revenue and specializing in water-treat-

. ment. and•:sewage,plants.· The· company .. 
recently landed mOdest public-works proj
ects in Uganda and Zimbabwe and is 
plumbing for similar contracts in Kenya, 
Tanzania, Angola and Mozambique. 

Darryl Moss; Aquazur's export man
ager, is typical of the new breed of South 
;Urican entrepreneurS. "We're going into 
Africa because it's there - because. it's po- · 
timtially a great market for us," he says.l 
''And think about this: TWo years ago, I 
~~~~~·t even . step foot in these coun- . 

Now, Mr. Moss spends a lot of time 
flying around the continent and competing 
with long-entrenched European and 
American ·engineering concerns by pro
moting Aquazur's advantages. "We try to 
offer more African-friendly technology," 
he says. In Aquazur's business, that means 
technology less reliant on computers and 
easier to maintain in the often-remote and 
technologically stunted areas where water 
and sewage plants are being built. 

Mr. Moss thinks this pitch - of South 
Africa now a brethren nation impressing 
the continent with its Afro-savvy technol
ogy - is working. "Africa has a lot of . 
expectations of South Africa - perhaps in
flated expectations - and they are very 
keen to deal with us," he says. 
Advanced Technology Sought 

There are skeptics of this view, but 
·none .seem to be present during the South · 
; African trade visit to Uganda. Wandering 
among the . South African booths is Paul 
Masembe, a Ugandan who is managing 
liirector of Bundle Industries Ltd., a pro
ducer of high-quality ceramics. clay near 
Kampala. Mr. Masembe. had hoped to 
confer with officials of a South African 
ceramics company whom he had met pre
viously. They weren't here-to his dismay. 
"The ·ceramics processes that they have 
explained to me are much more advanced 
that anything we have here," he said. 

' ·"They are talking about a miracle as far as 
we're concerned." 

As for the larger issue of ·how South 
African business aspirations are viewed by 
black Ugan!fan ·business interests, he 
added: "'It's OK, really. It's great that they 
see potential in Uganda. Forget about the 
past:-talk about the future." 

Agreed William Baggya, managing di
rector of Mirembe Consolidated Co., a 
Jinja, Ugand;~., hardware and construction 
concern: "We are all Africans. They are 
our brothers." 

Brothers or not, Uganda illustrates 
both the opportunities and difficulties that 
South African investors face in their Afri, 
can aspirations. Uganda is poor by South 
African standards; its per capita gross 
national product is $170 a year. But it has a 
growing population and a government that 
is stressing education and literacy. Stifled 
by years of political strife, the country, 
under Mr. Museveni, has been relatively 
stable since· 1986, and itS economy is 
springing to life. Imports surged more than 
30% to 5586 millicn in 1993 from 1992. And 
the nation's major exports, coffee, tea and 
cotton, are relative bargains in world 
markets, aided by the weakness of the 
Uganda shilling. {je_ 

yet to make major investments in this 
country of 17.5 million. But some are doing 
brisk business, having found Usrandan 'THE WALL STREET JOURNAL MONDAY, JANUARY 30, 1995 



ellon Heir's Labor 
Uf Love for Haitians 

J. Survives His Death 

l Widow Ke:ps ~li:e a Hospital 
Inspired by the Example 
Of Albert Schweitzer . 

By JOSE DE CoRDOBA A1 
Sraff Reporter of Tm-~ WALL STRt:F.T J OURNAI. 

DESCHAPELLES, Haiti - Peering into 
the enormous magnifying glass she uses to 
bolster her failing eyesight, Gwen Mellon, 
prim, slim and. ramrod straight at 82; sits 
most mornings by a makeshift desk, writ· 
ing thank-you notes to donors on whose 
·generosity Haiti's best hospital increas
ingly depends. · 

"It's the best thing I do," says Mrs. 
Mellon, who with her late husband, Wil
liam Larimer Mel
lon Jr., an heir to 
the Mellon oil and 
banking fortune, 
founded the Albert 
Schweitzer Hospital 
in 1956 in a rice
growing valley 2 ~ 
hours from Port-au
Prince. "I . cari't 

· · ·read any more," 
she says, "but I can 
write." 

Stoic and self- : · .. 
effacing, Mrs. Mel· Gwen Mellon 
ion doesn't. much 
like the glare of publicitY- For many years, 
she and Dr. Mellon, who died in 1989, 
avoided the press. Just last year, she ran 
off a television crew who had the temerity 
to arrive unannounced and· declare they 
were going to film inside the hospital. 

Still, the hospital depends more and 
· more on donations since Dr. Mellon's 
death cut off ftilids from family trusts. So 
Mrs. Mellon is learning to tolerate re
porters. "We've never asked for money 
before,·: she says in a fierce whisper. "It's 

·awful." · 
Then, shoulders thrust back, she 

briskly leads a visitor through a tour of the 
hospital, past the entrance crowded with 
sick, ragged Haitians slumped in cots, 
through wards where naked, undersize 
and bloated children, IVs plugged into 
their noses or arms,look sadly and silently 
at nothing. . 

The su.ffering evident here, much of it 
related to Haiti's grinding poverty, is a 
daunting sight. About two of three admis· 
sions to the hospital are children, who are 
frequently weak from malnutrition. By the 
time many of them arrive, they are too far 
gone to recover. One child a day dies 
here. 

·Vast NeedS 
But fundamentally this is a place of 

hope in Haiti. The ll6-bed hospital takes· 
care of a district with a population of 
185,000 ani! attracts top doctors from places 
like the Mayo Clinic and Yale and Harvard 
medical schools who volunteer their time. 
Its doctors. on average, treat about 3,300 
children each month. In its district, the 
hospital's immunization program has 
elimiuated infantile tetanus, a scourge 
that claims lives elsewhere. At times, the 
hospital seems about to be swamped by 
Haiti's ocean of need. 

"I would say it's the best hospital in 
Haiti,:· says Flora Sibanda, head of health 
services for the Unesco mission in Port-au
Prince. The hospital's philosophy of serv
ice changes the people who work there, she 
says. "There is honesty. There is commit
ment. There is the willingness to work long 

·hours, which is something you don't find 
much here." 

It is a long way from. the comfortable 
East Coast society to which Mrs. Mellon 
was born, or even from ·Arizona, where 
she, as a divorcee with three children, once 
taught riding at a dude ranch. But Haiti 

D~ Mellon's Labor of Love in Haiti 
SurvivesThrough Widow's Work 

Continued From First Page 
has been home for 40 years now, ·and Mrs. 
Mellon takes the country in sfride. "You do 
what you can and then you try. to explain 
nicely why you can't do more,"she says, 
brushing· back her snow-white hair, ele
gantly held in a small girl's barrette. 

How the Mellons arrived here, an aban
doned banana plantation at the end of a 

· cratered dirt road, and what they have 
done here is quite a story. 
· Dr. Mellon, whose father was chairman 
of Gulf Oil, had always been the family 
maverick. Uncomfortable with the im-. 
mense wealth into which he was born, he 
dropped out of the family business after a 
few years and used his inheritance to buy a 
cattle ranch in Arizona. · 
Quiet Epiphany · 

His transformation from rancher to 
doctor began with a 194 7 Life magazine 

· article oil Alsatian doctor and humanitar-. 
ian Albert Schweitzer, who had founded a 
hospital in Gabon. Reading it, Mr. Mellon 
experienced a quiet epiphany. A lively 
correspondence of 30 letters with Dr. 
Schweitzer ensued, in which the doctor 
inspired Mr. Mellon, who had dropped out 
of Princeion, to go to medical school. 

. At the age of 37, Mr. Mellon sold his . 
ranch and enrolled in Tulane medical 
school in New Orleans. Gwen, whom he 
had met in Arizona, also went back to 
school, to train as a medical technician. 
They studied and searched for a site for a 
hospital, settling on Haiti when its govern-. 
ment offered more than 100 acres and the 
abandoned bungalows of a United Fruit 

. Co. plantation. 
"We decided this was the place," says 

Mrs. Mellon, "because of the people, be
cause of the need." · 

While her husband finished his studies, 
she oversaw the construction of the hospi-· 

. tal. It was built at a cost of $1.5 million, 
paid by Mr. Mellon. 
LowProme 

With the hospital open for business, the 
Mellons kept a low profile, away from the 
turbulent politics of Port-au-Prince. Nei
ther Francais Duvalier; Haiti's longtime 
dictator, nor his· son, Jean-claude, ever 
visited the hospital, although the elder 
Duvalier 'once sent for Dr. ~ellon and 
pinned a decoration on him. Jean-claude 
would sometimes hunt doves on the Mellon 
property. 

Dr. Mellon's death was a hard blow for 
the hospital, but Mrs. Mellon never 

thought ofleaving. "It was important that I 
stay." she says. 

Indeed, worse times were still to come. 
In the past three years of military govern
ment and political tl!mloil, soaring prices 
·for fuel and food, mostly a result of inter
national sanctions, threatened to shut . 
down the hoSpital. Washington advised 
u.s. citizens to ·leave. Mrs. Mellon never 
gave it a thought. Instead, at a staff 
meeting, she rallied her troops. 

"She announced she would keep the 
hospiiaJ open with oil lamps if necessary," 
says Renee Bergner, a Vermont pediatri
cian who has often volunteered at the · 
hospital. "A burden was lifted from the 
shoulders of the staff." 

While Mrs. Mellon is the embodiment of 
the hospital, its day-tiH!ay affairs are run 
by three others, two Hilitian doctors and an 
American administrator. Ultimate author
ity rests in Pittsburgh with the board of the 
Grant Foundation, of which Mrs. Mellon is 
the president. It had been set up by Dr. 
Mellon to overse.e and help finance the 
hospital. 
Cardbol!fd Coffins 

When Dr. Mellon died, the income from 
his family trusts stopped. In life, he had 
used the funds to pay the lion's share of the 
ho~pital's operating costs, with the rest 
paid by the foundation. After his death, as 
c6sts have risen, the hospital has been 
forced to seek donations, mostly from 
doctors and nurses who have worked at the 
hospital and from friends and relatives of 
the Mellons. 
· Mrs. Mellon plans to be buried in a 
quiet and shady corner·of the grounds next 
to her husband. Her casket has already 
been picked out. And that is. also a story . 

Troubled that penniless Haitians often 
spent what they didn't have on expensive 
funerals, Dr. Mellon resolved, even as he 
lay dying from cancer, to give an example. 
He went with Mrs. Mellon to a nearby town 
where h~ selected two cardboard-and-wood 
coffins of the cheapest variety. so cheap 
that even poor peasants rarely would con-. 
sider them. "One for you and one for me," 
he told Mrs. Mellon. 
. But Dr. Mellon's example didn't take. 

· "People noticed," says Mrs. Mellon, sway
ing gently in a swing on her verandah as a 
light rain falls on nearby hills: "But it 
wasn't contagious." 
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· ·rhe Outlook 
. '· ,, -' Privatl!:.capital Flows . . . 

Add the fact that wage rates in Kam· 
pala are about one-eighth those in Johan· 
nesburg, and South African. investment 
here, "seems less far-fetched than' some 
might think," a World Bank economist 
says. "It woUld be foolish to think that 
South Africa won't recognize these emerg· 
ing·market opportunities like.Uganda and 
move to exploit them in a good way;" 

Can·Hurt Poor Nations 

. ' ; . A 1- WASHINGTON 
Hot money is the double-edged 

sword of economic development. 
For five years, international investment 

managers ventured beyond established in· 
dustrial economies in search of higher re· 
turns, transforming many of the world's 
poorer states, Cinderella·like, from bedrag· 
gled less-developed countries into s~ng 
emerging marketS. But for the past five 
weeks, with Mexico in crisi~. those man· 
agers have been taking their money home. 

The dizzying reversal leaves the Cm· 
derellas badly'shaken and raises new ques· 
tions about whether unfettered private-capi· 
tal flows really facilitate long-term eco· 

Moreover;· rewrms-=even. bold ones
take time. After eight years of change, 
Mexico's transition still had enough holes m 
it to give fretful investors reason. to fl~~· 

In addition, the flows, and their ability to 
disrupt, far outstrip the capacity or .. the 
institutions established to !fUard ~tabiiity. 
"The IMF was created With capital and 
instruments that weren't designed for the 
current world," says Ricardo Ha~smann, 
chief economist at the Inter·Amencan De· 
velopment Bank. Hence, the o~ly real safety 
net for Mexico's high·Wire act 1s the one that 
the u.s. Treasury hopes to p~t up. 

1 Sta~ley ~scher, the IMF s. first depu~ 
, managmg director, recently raised the pros 

Nevertheless, nothing is . easy in 
Uganda. The phones don't always work, 
and placing a c.all to South Africa can 
take hours; faxes, days. South Africa has 
modern freeways looping Johannesburg 
and Cape Town; the road from sleepy 
Entebbe Airport, on Lake Victoria, to 
Kampala is a Winding, two·laned, potholed 
mess- though still perhaps the best road in 
the country. 

nomic development. Testifying in Congress , ,.,.,,.,,, __ 
last week; Federal Reserve Chairman Alan 

·Greenspan conceded that while global flows 
have underwritten economic gains around 
the world, "tliey also have some potential Even the hearty' South Africans aren't 

used to some Uganda hazards. Malaria has 
nearly vanished from all but South Africa's 
remote. game parks, but it.is rampant in 
tropical Kampala. 

Among the South African business dele
gation here, Karien Coetzler is taking no 

. chances. Mrs. Coetzler is a sales represeri: 
tative for RU!in Creations, a white-owned 
Pretoria dressmaker that has prospered by 
selling designer evening dresses-some of 
them costing $600-to South Africa's grow
ing black middle class. RU!in sent her here 
to assess the Ugandan . market, and her 
sales astonished. her. She says she came 
with about 50 gowns, and, in just two days, 
virtually all were sold: Ugandan distribu· 
tors have beeri lining. up to handle future 
sales. 

Yet Mrs. Coetzier, who works on com· 
mission, also confides her worries about 
malaria: A bout of that wouidn 't be worth 

. the money she is making,' she says. So she 
is taking antimalaria tablets - and sleep· 
ing under a mosquito net in the four-star 
Kampala Sheraton Hotel. 

Mr. Albrecht, the satellite-phone execu' 
tive, has frustrations of his own. Thougr" 
hundreds of lookers have streamed by hi~ 
booth each day, few a.re serious. Hi~ 
systems sell for about S4,000, and the 
embassy and government people who 
might buy them simply aren't here. Nor 
are the rich farmers. · 

Curious schoolchildren are .in abun· 
dance, however. And a man who stops by 
seeking a demonstration himself shows the 
lack of. sophistication in the Ugandan 
consumer market. Mr. Albrecht has a 
small, paper sign that reads "Sat Phones 
Here." .The man picks up the sign and 
looks under it. He says: "I don't see the 
phone. Where is it?" . 

Later, Mr. Albrecht, combing through a 
small list of prospects, says: "Ask me 
about Tlo-o.nno ;,.; 0 fpw months." 

negative consequences." . . 
Similarly, Ernest Stern, managmg d1rec· 

tor of the World Bank-soon to leave for a job 
at J.P. Morgari & Co.-5ees a "downside" to 
the rush of private money, adding, "the 
outflows can be very disruptive." At the 
minimum, countries are . seeking ways. to 

· avoid the trauma afflicting Mexico. . 
What's emerging Is an amended 

view of global finance that may chaoge 
the way that Brazil and·others approach 
reform. Before Mexico's meltdown, and 
the world·Wide plunge In emerging mar· 

· kets the World Bank and International 
Mon~tary FUnd held that private capi· 
tal reinforced . economic development. 
lnvestnieilt ·managers, it was said, re· 
warded reform-minded privatlzers and 
punished laggards who dung to statist 
policies and bureaucratic controls. 
In fact, it's not so simple. Investment 

money speeds in and out of developing 
countries for· reasons not always related to 
their policies.· Jorge Mariscal, manager of 
Latin American equity research for Gold· 
man, Sachs & Co., studied volatility· in 
Mexico's financial markets in 1994 and 
found that 80% of the turbUlence wasn't 
caused by economic or political events inside 
the country but . by "a retrenchment in 
liquidity that was .taking place around the 
world." Often, a rise of interest rates in New 
York sparked a sell-off in Mexico City. 

The December devaluation and ensuing 
crisis proved contagious, With investors 
dumping securities not just in Mexico but in 
markets as distant as Poland and Morocco 
for 'DO other reason than that they, too, were 
Called emerging markets. Today's hot 
1110ney; according to Robert Hormats, vice 
chairman of Goldman Sachs Intem>ltional, 
is "less informed and more nervous" th2.n · 
the last decade's iiank loans to developing I 
countries. So •. ,it whips in and out at the first 

1 

sign of trouble-with no prospect of negotia· 
tion or rescheduling obligations .. 

pect that the· world "needs some interna · 
tiona! facility available that's much larg~r 
than what ·we've got." He notes that 1f 
Mexico's crisis were· to occur in nearl.Y any 
other countrY, the u.s. woUldn't step m. · 

Meanwhile, developing nations have 
ways to make themselves Jess vU!nera· 
ble to sudden shifts of hot money: . 

-Establish credible restraints on cap1tal 
flows such as reserve requirements for 
short:term investments. Portfolio flows face 
various restraints in Chile, and the country 
doesn't "seem to have suffered for it," says 
Lawrence Brainard, head of global-markets 

I research at Chase Manhattan Bank. But he 
· warns that countries shouldn't slide back 

into questionable capital controls. . 
_Keep current accounts-trade m goods 

and services, plus certain financial trans· 
fers _ in line .. Economists put too much em· 
phasis on Mexico's federal budget, which 
was in balance, and not enough on 1ts 
current account, which had spiraled mto a 
$28 billion deficit. The current acc.ount could 
be financed only by foreign capital, which 
obviously can be fickle. . . . 

-Build domestic savmgs. Like the U.S., 
most Latin American ·countries have rela· 
tively meager domestic savings, a shortfall 
that leaves them more dependent .on foreign 
capital. The high·growth econo_m1es of East 
Asia were built mostly on high rates of 
domestic savings. · · 

-When·usingforeign money, encourage 
long·term commit~ents, such as f?~.Ign 
direct investment m productive facilities. 
Overall, as one economist puts it, a country's 
foreign capital shoUld be a blend of hot and 
cool, averaging out as lukewarm. 

. · -TIM CARRINGTON 
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· U.S~ Lawmalieis RerrUiin-Un£0nVinced 
Of Need to Back· Rescite Plan for MexiCo·· 

By TIM CAIIRINGTON' impllcations of not doing It are so costly." 
ADd PAUL B. CARROLL Though the administration emphasized 

St<if/ReportersofTBEWALLSTREETJOUBHAL that Mexico's economic trauma will cost 
· A week of high-level testimony in Con- the U.S. thousands of jobs, there bas been 
gress hasn't persuaded U.S. lawmakers to a llDgering perception it chiefly will bail 
back . an increasingly unpopular plan to out elite investors, who gambled in Meld
rescue Mexico with $40 billion in loan can Securities and lost; sen. Nunn called 
guatantees. on the adminiStration to explain just ''who 

"ltbinkit'sgoingtofallbecauseoflack gets bailed out" He added: "Are we 
of presidential leadership," said Sen. Phil bailing out Wall Street bankers or are we 
Gramm CR., Texas), on NBC's "Face the baillng'out pension funds?" · . 
Nation'-' yesterday. Sen. GraJ!Uii, who· But although the White House unveiled 

, plaDS to run for president himself, t,be plan with the congressional leaders 
slammed President Clinton, as have other from both parties on board. the necessary 
Republicans, for not winrung over congres- support hasn't materialized. Senate Major· 
sional DemOcrats, many of whom either lty Leader Bob Dole (R., Kail.l told re
oppose the rescue or want to load it- down porters Friday, "Support for the ·present 
with so many conditions that the Mexican procedure is eroding. Something dra
government might find it unacceptable. matic's got to happen." Even Republicans 

Sen. sam Nunn, CD., Ga.), appearing wbo support a rescue disagree with the 
on the same program, said the admlnistra- current plan. Some want to require Mexico 
tion must communicate ''whatwill happen to return the peso to a pre-devaluation 
if we don't do it" Unconvinced that a exchange rate of 3.5 pesos to the doli&J:: 
faililre to intervene will matter greatly, · other are deman®lg a new currency
many lawmakers will be guided by aega· board to guard the peso; The Mexican 
tive public sentiment toward the rescue. government opposes both proposals. 
"It's not what the public wants,'' conceded Yesterday, President Clinton was 
Sen. Nunn. , ''working the phones," calling congres· 

The. financial markets, already' UD- sional leaders in an effort to move the 
hinged by Mexico's econom1c crisis, which rescue plan ahead, a White House official 
was set off by thl! Dec. 20 devaluation of the . said. Speclfically, the president wants to 

. peso, would be bard bit u·eongress ultl- hammer out a bill - something they 
mately balks at supplying Mexico a back· haven'tyetproduced-andbringitupfora 
stop. Jorge MlUisca), head of Latin equity vote as soon as possible. 
research at Goldman, Sachs & Co., be- "I know this is not the most popular 
lieves markets expect the plan to go issue in America today, .but it's impor
tbrougb. "It's a dane deal,'' he said at a Jant," Mr. Clinton told a group of 200 
conference Friday put on by the Inter· mayors Friday. He said the package "is 
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. . Continued From Page Al 
not a ~t. it's not a loan, it's cosigning a 
note With collateral. It's in our interest;" 
He is expected to seek other opportunities 
to stump for the plan this weet. No one Is 
sure just when it migllt come up for a 
VOte; 

. Meanwhile, WEFA Group, a Pbiladel· 
Pbia·based economic research firm said 
that if the peso doesn't strengthen: u.s. 
exports to Mexico could fall by ball this 
year, to S27.5 billion. The w'eakpeso makes 
foreign goods more expensive for Mexi· 
cans to buy, The group estimated that 
Mexico's problems would cut $24.7 bllllon 
out of the U.S. economy this year. 

The lack of congressional support for 
the loaD guarantees is worselling Mexico's 
current cash crunch. Friday, the peso 
fell 1.19% to 5.70 to the dollar, from 5.60 
Thursday; It bas fallen more than 39% 
since the devaluation. In addition, stocks 
tumbled 3%, or 60.96 points, on Friday, 
to close at 1,957.65. 

Outside of the fmancial barometers 
there bas been a drUmbeat of bad om 
from Mexican industry. There were re
ports that Volkswagen AG's Mexican sub-

. sidlary plans to Jay off 1,400 workers. A 
Volkswagen spokesman couldn't be 
reached over the weekend for comment 
Cemex SA:, Mexico's biggest cement 
maker, said it expects Mexico's cement 
market to decline.lOo/o this year, within an 
overall economy that it tbiDks will shrink 
1.1%. VItro SA, a large glass maker, said It 
Will report a charge of 996.5 million pesos 
($175 million} for the fourth quarter be- 1 

----------------~--~~~ 

cause the devaluation effectively in- . 
creased the size of its foreigli debt. 

Some encouragement Came from Mex
. leo's neighbors. Brazil, Argentina, Colom
bia and Chile are discussing providing as 
much as a S1 bllllon credit line to Mexico. A 
Spokesman for Brazilian President Fer
nando Henrique Cardoso said that all of the 
countries in the region have a stake In the 
Mexican crisis. · 

Amid the crisis, the administration of 
President Ernest Zedillo is contending 
with embamissing distractions. The news
paper Reforma reported Friday - and this 
newspaper confirmed-that the labor mlD
ister, Santiago Onate, doesn't have the 
doctoral degree . from the University of 
W"ISCODSin that· he lists In bis omcial 
biography. As the main negotiator of the 
government· agreement with· labor and 
business .. on Its economic and· social pro
gram, Mr. Onate bas been a major figure 
in the new administration. · 

Reforma also reported that the tourism . 
minister and three cabinet und~ .· 
ies don't have the adYanc:ed degrees tlleJ: 
have claimed. Recently, tbe educatiOn 
minister qUit after c1aimiDg a doctorate 
from Harvard University; he lacked even a 
bachelor's degree. · · . · 

QUINCY, Mass. - The FBI staged a 
surprise rilid on the headquarters of Stop 
& Shop Cos., seizing. records and com· 
puter data, a spokeswoman for the super
market company said. 

· No arrests were made. in the Thurs
day morning raid, which involved about 
60 agents. An FBI spokesman declined to 
comment, but·Terry Vandewater,.a Stop 
& Shop spokeS\voman, said, "We have 
not been told that we are a target" She 
said company omcia.IS cooperated fully 
with the agents. 

Ms. Vandewater said the company 
believes the raid may be connected to a 
previous FBI investigation that led to the 
firing of two Stop & Shop managers last 
March. She said the two men were 
dismissed for "misuse of promotional 
funds,'' money food manufacturers pay 
Sllpermarkets · to promote products 
through sal~ and coupons. She declined 
to comment further on the flr.ings. 
· ''We have been cooperating with the 
FBI . on an ongoing basis since April 
1993," she said. She said the FBI told the 
company the raid was part of "a broader 
investigation into the food industry." 


